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SUBJECT: CORTINA VISIT: COUNTERVAILING DUTY PROBLEM 

1. DURING AFTERNOON MEETING JUNE 21 WITH AMBASSADOR 
MCCLOSKEY, FOREIGN MINISTER CORTINA RAISED SUBJECT OF 
PENDING TREASURY COUNTERVAILING ACTIONS REGARDING IMPORTS 
OF FOOTWEAR AND BOTTLED OLIVES FROM SPAIN. CORTINA SAID 
HE WAS SURPRISED TO LEARN THAT TREASURY HAD FOUND SUB- 
SIDIES OF APPROXIMATELY THREE PER CENT IN THE CASE OF 
BOTH PRODUCTS. IN GOS VIEW THERE WAS NO SUBSIDY. BUT 
IN ANY CASE THE AMOUNT WHICH MIGHT BE SUSPECTED OF 
CONSTITUTING A SUBSIDY COULD NOT EXCEED ONE OR ONE AND 
ONE-HALF PER CENT AT THE MOST. HE WANTED TO EMPHASIZE, 
HOWEVER, THAT HIS MAIN CONCERN WAS THAT NO RPT NO PUBLIC 
ACTION BE TAKEN BY TREASURY BECAUSE OF THE ADVERSE EFFECT 
THIS WOULD HAVE ON SPANISH PUBLIC OPINION AND ON U.S. 
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2. AMBASSADOR MCCLOSKEY REPLIED THAT TREASURY WAS SENDING 
A TECHNICAL TEAM TO MADRID JUNE 26 TO EXPLAIN TO THE GOS 
HOW TREASURY ARRIVED AT ITS FINDING. HE SAID HE UNDER- 
STOOD NO FORMAL ACTION WAS PLANNED BEFORE THE GOS REPLIED 
TO THE PROPOSAL MADE BY SECRETARY SIMON TO FINANCE 
MINISTER BARRERA DURING THE LATTER'S VISIT TO WASHINGTON. 

3. AT THE CONCLUSION OF THE DISCUSSION CORTINA PRESENTED 
MEMORANDUM (A COPY OF WHICH HAS BEEN POUCHED TO THE 

EMBASSY ATTN. MR. OLIVER) MAKING THE FOLLOWING POINTS, 
AMONG OTHERS: 

A. THE SPANISH REBATE SYSTEM MEETS WITH THE APPROVAL OF 
GATT; 



B. IN VIEW OF GOS EXPORT REBATES ON FOOTWEAR AND BOTTLED 
OLIVES DO NOT SHIELD A BOUNTY; 

C. EXPERIENCE SHOWS THAT ISSUANCE OF FORMAL NOTICE OF 
INVESTIGATION IN FEDERAL REGISTER HAS ADVERSE EFFECT ON 
EXPORTS OF PRODUCTS IN QUESTION; 

D. OPENING OF FORMAL INVESTIGATION "WOULD SET LOOSE A 
RECIPROCAL PROTECTIONIST CLIMATE IN THE TRADE AND 
ECONOMIC RELATIONS BETWEEN BOTH COUNTRIES." 

E. "GOS IS READY TO PREVENT, BY ALL MEANS WITHIN ITS 
REACH, A TRADE CONFRONTATION." 

F. GOS DECISION, AT THE REQUEST OF USG, NOT TO FOLLOW 
DEVALUATIONS OF THE DOLLAR IN 1971 AND 1973, CAUSED 15 
PER CENT INCREASE IN SPANISH EXPORT PRICES AND THUS 
CAUSED DECLINE IN GROWTH OF SALES IN U.S. MARKET, 

WHILE U.S. EXPORTS TO SPAIN HAVE INCREASED. SISCO 
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